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ANNUAL LETTER FROM THE PRESIDENT 


March 28, 1946 


TO THE STOCKHOLDERS OF 

THE APEX ELECTRICAL MANUFACTURING CO. 

This is the 32nd Annual Report of the year’s operations of the Company. It 
covers the 4th year of war production. Manufacture of war products ceased the 
middle of August, at which time all contracts were terminated with the excep¬ 
tion of one aircraft unit, which was continued for policy reasons. 

Almost the entire year’s business was represented by war activities carried on 
during the first eight and a half months. Shipments were rapidly climbing, 
reaching a volume of over $3,000,000 per month, with schedules many months 
ahead. With the end of the war, plants were closed and an immediate start was 
made to rearrange for production of peacetime products. 

Planning for reconversion was started early in the year. Our own efforts were 
supplemented by those of Day & Zimmermann, Engineers, whose work continued 
over a period of ten months, during which time all phases of the business,— 
plant facilities, products, markets and financial situation, were checked in detail 
and as a result a specific program was established. 

The last four and one-half months of the year were largely devoted to re¬ 
arrangement of plants, requiring the re-location of every piece of machinery and 
equipment to change from a plant entirely devoted to war products, to a peace¬ 
time business. Production was well started prior to the close of the year, with 
schedules calling for full capacity operations to be reached by April 1, 1946. 

A Consolidated Balance Sheet, also statements of Profit and Loss and Surplus, 
for the past year are submitted herewith, showing earnings before Federal Taxes 
of $1,697,519. Federal Income and Excess Profits Taxes amount to $1,293,000. 
The Net Earnings are $404,519. This amounts to $4.31 per share on the common 
stock, after deduction of prior preferred dividends, and compares with an earning 
for the previous year of $301,714, or $3.10 per common share. This result assumes 
that there will be no deduction for renegotiation, and therefore no provision has 
been made. 





Net Sales for the year totalled $22,960,393, consisting of war products, with the 
exception of $1,436,463 for Service Sales and a limited sale of washers and cleaners. 
The previous year’s sales totalled $13,494,561, being a gain of 70% in volume. 

Claims arising from settlement of war contracts have been largely determined 
and entered on the books. These are in process of collection, which, when re¬ 
ceived, will be used to completely liquidate the Notes Payable of $2,000,000. 
This item was secured through a VT Government Sponsored Bank Loan for the 
purpose of financing these war product accounts. 

Inventory consists largely of materials that are in process of fabrication for 
regular company products. 

Dividends were paid on the prior preferred stock at the rate of $7.00 per 
share in the amount of $38,117; and payment was made on the common stock 
at the rate of $1.00 per share in the amount of $85,000. Redemption was made 
of 275 shares of prior preferred stock, carried out through selection by lot, at a 
cost of $105 per share as provided by the regulations. 

A contract has been entered into with the banks for a 6-year Term Loan of 
$1,500,000 to supplement the working capital, which was drawn on rather heavily 
for reconversion purposes. 

Special attention has been given to improvements of plant facilities in prepara¬ 
tion for expected increased requirements. When completed, capacity for produc¬ 
tion of company products will have been increased 50% over prewar, providing 
520,000 square f£et of well coordinated manufacturing floor space. 

Machinery and equipment have been completely modernized through purchase 
and rearrangement to provide the greatest possible capacity and efficiency. 
Expenditures have been made in the amount of $739,561 for building extensions, 
machinery and equipment, which, after application of normal depreciation and 
amortization of war facilities with some adjustments totalling $418,063, resulted 
in a net increase of property account over the previous year of $321,498. 

The management feels that this will provide facilities, with ample capacity 
for modern and efficient manufacturing, for the reason that every move in the 
rearrangement of plants was made in accordance with a carefully studied out 
program, having definite products and goals in mind—anticipating consider- 







ably increased business for some years ahead and a competitive situation in 
respect to the attainment of the lowest costs commensurate with high quality. 

Serious material shortages have delayed the completion of some parts of the 
work, yet the major portion of the program has been carried out to the extent 
that operating conditions are quite satisfactory and it is estimated that the 
entire project will be completed during the first half of 1946. 

Manufacture of each product will be concentrated in one of the several plants 
to effect best results through quantity production. 

It was apparent that a quick transition from war activities to the manufacture 
of home electrical appliances would be best accomplished by producing substan¬ 
tially the models made prior to the war, because any radical change would require 
new tooling and entail unavoidable delays. Therefore the products now being 
made are prewar models with some modifications. This policy will be continued 
until conditions are favorable for a change to the newer designs. 

An extensive program of improvements of products has been undertaken by 
greatly enlarged Research and Engineering Divisions. While careful attention is 
being devoted to the study of Floor and Cylinder Type Cleaners, Wringer 
Washers, Ironers, and Motors, particular emphasis has been placed upon the 
design of an Automatic Washer. 

Indications are that the future of the industry will experience the adoption of 
this automatic cycle method of cleansing clothes at the expense of the generally 
accepted type of washer. Over a period of more than 20 years, research has been 
carried on towards the development of a more effective process of accomplishing 
this result. 

Evidence of progress is the Company’s patent position, which has resulted in 
granting licenses to competitors for the manufacture of washers of the automatic 
type. 

A more recent, outstanding achievement is the development of a new, improved 
principle of cleansing clothes, which appears especially adaptable to the automatic 
washer. This principle has been perfected to the point of now undertaking 
extensive field tests in anticipation of production as soon as conditions will permit. 
Further announcements will be forthcoming, although it must be recognized that 
an article of this importance cannot be introduced onto the market except after 
very careful preparation. 









As to the outlook for the future, it is well known that there is a great backlog 
of demand for Home Electrical Appliances. Distribution plans have been care¬ 
fully arranged with large, national distributors, to supply them with products on 
a contract basis. Likewise a distributor and dealer organization has been set up, 
covering the entire country, for the sale of company trade name products. Foreign 
business will be handled through an arrangement with RCA International. 

After a very satisfactory start in the delivery of products to trade outlets, a 
serious delay was encountered through interruption in the flow of materials from 
our many suppliers, particularly in the steel line. This resulted in the Cleveland 
Plant being closed completely for a period of about eight weeks during February 
and March, and serious interruption in operation of the Sandusky Plant. These 
troubles arose from the Administration’s policy of encouraging wage advances 
which increased costs of suppliers and the delaying tactics of OPA in granting 
price relief that will enable them to operate at a profit. Many of our suppliers, 
therefore, are awaiting the outcome of this confused situation and in the mean¬ 
time have suspended or curtailed production of vital materials required in large 
quantity for the continuous operation of our plants. 

Even with materials available and with factory operations at a very high rate, 
the Company faces a serious outlook. Our own costs of labor and material are 
rising so abruptly that it is impossible to show a margin of profit with present 
selling prices established by OPA at 7.7% on washers, and 6% on cleaners 
above 1941 prices. Obviously, the Company is endeavoring in every way pos¬ 
sible to get selling prices adjusted, control costs through careful budgeting, and 
increase productivity of workers to raise the level of output, and lower costs. 
All of which should help to bring operations into a profit. 

Labor matters have continued satisfactory, without work stoppages, other than 
for material shortages caused by strikes in the plants of our suppliers. Good co¬ 
operation with the entire personnel has been enjoyed and special attention is 
being given to maintenance of this relationship which will help greatly to solve 
the seemingly impossible problems that now confront all American industry. 


C. G. FRANTZ 


President 






CONSOLIDATED 

THE APEX ELECTRICAL MANUFACT 

December 
— -— •& 


ASSETS 


CURRENT ASSETS 

Cash. $ 790,508 

United States Treasury Notes—Tax Series 

(cost and accrued interest).$1,529,772 

Less amount applied against estimated lia¬ 
bility for federal taxes on income. 1,296,179 233,593 

Accounts receivable: 

Trade accounts.$ 526,532 

Contract termination claims—Note A. . . 1,728,094 

$2,254,626 

Less reserve. 60,460 2,194,166 


Inventories—at lower of cost (generally 
standard cost) or market: 

Finished products at plants, branches, 
and warehouses (including service 


parts).$ 620,040 

Raw material, in-process, manufactur¬ 
ing supplies, etc. 1,690,063 2,310,103 $5,528,370 


OTHER ASSETS 

Estimated refunds of prior years federal 

taxes. $ 119,802 

Sundry receivables, advances, etc. 12,457 132,259 

PROPERTY, PLANT, AND EQUIPMENT 

Land—at cost. 

Buildings, machinery, and equipment— 

at cost.$2,222,439 

Less reserves for depreciation. 823,989 

Emergency facilities—at cost.$ 497,720 

Less reserves for amortization. 497,720 0 1,488,450 


$ 90,000 

1,398,450 


PATENTS, LICENSES, ETC. 

At cost less amortization. 27,337 

DEFERRED CHARGES 

Insurance, advertising, and sundry expense. 79,015 


$7,255,431 




































BALANCE SHEET 

URING COMPANY AND SUBSIDIARY 

31, 1945 

•& - 


LIABILITIES, CAPITAL STOCK, AND SURPLUS 
CURRENT LIABILITIES 

Notes payable to banks—Note B. $2,000,000 


Accounts payable: 

Trade accounts, including price adjust - 


ment liability. 

Unpaid salaries, wages, etc. 

Income tax and war savings bond with¬ 
holdings from employees. 

Payroll taxes. 

$1,183,586 

183,216 

90,090 

43,683 

1,500,575 


Accrued: 

State and local taxes.$ 20,177 

Interest and commitment fee on VT loan 10,027 

30,204 


Federal taxes on income—estimated.$1,296,179 

Less United States Treasury Notes—Tax 

Series applied. 1,296,179 

—0— 

$3,530,779 

RESERVE FOR CONTINGENCIES 



150,000 


CAPITAL STOCK AND SURPLUS 
Capital stock: 

Prior preferred stock, 1 % cumulative, 
par value $100.00 per share, redeemable 
at $105.00 per share—Note C: 

Authorized.10,000 shares 

Issued. 9,670 shares 

Less redeemed and in 

treasury. 4,431 shares 

5,239 shares. $ 523,900 


Common stock, without par value: 

Authorized and issued.. .90,000 shares 
(including 5,000 shares hel fodr re¬ 
sale to employees) 

Stated common capital. 287,200 


$ 811,100 

Surplus—Note D: 

Capital surplus.$ 403,587 

Earned surplus. 2,409,567 


$2,813,154 

Less cost of 5,000 shares of common stock 

held for resale to employees. 49,602 2,763,552 3,574,652 


Reference is made to notes to financial statements. 


$7,255,431 





































STATEMENT OF CONSOLIDATED SURPLUS 


THE APEX ELECTRICAL MANUFACTURING COMPANY 
AND SUBSIDIARY 

Year ended December 31, 1945 


CAPITAL SURPLUS 

Balance at January 1, 1945.$ 405,443 

Excess of cost of prior preferred stock 

purchased for retirement over par value thereof. 1,856 

BALANCE DECEMBER 31, 1945.$ 403,587 


EARNED SURPLUS 

Balance at January 1, 1945.$2,128,165 

Add net profit for the year. 404,519 

$2,532,684 

Deduct cash dividends paid: 

On prior preferred stock ($7.00 per share).$38,117 

On common stock ($1.00 per share). 85,000 123,117 

BALANCE DECEMBER 31, 1945.$2,409,567 


Reference is made to notes to financial statements. 























CONSOLIDATED PROFIT AND LOSS STATEMENT 

THE APEX ELECTRICAL MANUFACTURING COMPANY 
AND SUBSIDIARY 
Year ended December 31, 1945 


Net sales.$22,960,393 

Less: 

Cost of goods sold.$20,107,535 

Selling, administrative, general, and other expenses. . 1,067,046 21,174,581 


$ 1,785,812 

46,124 
7,506 
879 

$ 1,840,321 

Other deductions: 

Interest and commitment fee charges.$ 73,870 

Bad debts and provision for doubtful accounts. 40,694 

Accelerated amortization of emergency facilities for prior years, 

less applicable federal taxes on income. 19,145 

Loss on sale of equipment.. 9,093 

$ 142,802 

PROFIT BEFORE FEDERAL 

TAXES ON INCOME .$ 1,697,519 

Federal taxes on income—estimated: 

Provision for the year: 

Normal income tax and surtax.$ 142,000 

Excess profits tax. 1,153,000 

$ 1,295,000 

Less refund of prior years’ taxes for operating loss of 

subsidiary. 2,000 1,293,000 

NET PROFIT.$ 404,519 

Provisions for depreciation and amortization of property, plant, and equipment 
charged to costs and other expenses for the year ended December 31, 1945, 
aggregated $278,381. 

Reference is made to notes to financial statements. 


Other income: 

Discounts earned. 

Interest earned and sundry income 
Royalties. 



































NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

THE APEX ELECTRICAL MANUFACTURING COMPANY 
AND SUBSIDIARY 
December 31, 1945 

Note A—Contract termination claims are included at amounts expected to 
be realized upon final settlement but do not include subcontractors claims of 
approximately $350,000 which have not been entered on the Company’s records. 

Note B—Notes payable to banks are subject to terms of VT type revolving 
credit agreement dated May 9, 1944, terminating November 1, 1946, which pro¬ 
vide, among other things, that: (1) total credit outstanding shall not exceed 
$2,500,000, (2) marketable United States obligations owned (or purchased within 
thirty days after any given date) shall not be less than accrued federal income and 
excess profits taxes, (3) net current assets of not less than $1,250,000 shall be 
maintained, (4) none of its outstanding capital stock shall be purchased or retired 
except to the extent required by the Articles of Incorporation, plus $50,000 par 
value of preferred stock, and (5) dividends paid shall not exceed the greater of 
$7.00 per share annually on preferred stock and $1.00 per share annually on 
common stock or fifty per cent of net profits accruing after December 31, 1943. 

On August 10, 1945, a credit agreement of $1,500,000 was executed 
under which the Company obtained loans since January 1, 1946, amounting to 
$1,500,000 and maturing annually in equal principal amounts from June 30, 1947, 
through June 30, 1952. The agreement provides, among other things, that net 
current assets of not less than $1,000,000 plus the total amount of loans out¬ 
standing hereunder shall be maintained. 

Note C—The Company is required to set aside on or before March 31, 1946, 
as a sinking fund for the purchase or redemption of prior preferred shares an 
amount of $28,890. 

Note D—Pending final retirement of 4,431 prior preferred shares acquired for 
retirement, surplus is restricted in the amount of $443,100, representing the aggre¬ 
gate par value of such shares. 

Note E—The Company has been notified by the Navy Price Adjustment 
Board that renegotiation proceedings for the year 1944, were canceled and in the 
absence of further developments no further action was contemplated. It is the 
opinion of the management that no refund should be required for the year 1945. 










ERNST & ERNST 

Accountants and Auditors 
System Service 

Cleveland 

Union Commerce Building 
Delivery Zone 14 


Board of Directors, 

The Apex Electrical Manufacturing Company, 

Cleveland, Ohio. 

We have examined the consolidated balance sheet of The Apex Electrical 
Manufacturing Company and subsidiary as of December 31, 1945, and the con¬ 
solidated statements of profit and loss and surplus for the year then ended, have 
reviewed the system of internal control and the accounting procedures of the 
companies and, without making a detailed audit of the transactions, have examined 
or tested accounting records of the companies and other supporting evidence, by 
methods and to the extent we deemed appropriate. Our examination was made 
in accordance with generally accepted auditing standards applicable in the cir¬ 
cumstances and included all procedures which we considered necessary. 

In our opinion, the accompanying balance sheet and related statements of 
profit and loss and surplus present fairly the consolidated position of The Apex 
Electrical Manufacturing Company and subsidiary at December 31, 1945, and 
the consolidated results of their operations for the year, in conformity with 
generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


ERNST & ERNST 
Certified Public Accountants 

Cleveland, Ohio 
March 26, 1946 
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APEX FACILITIES READY TO MEET CONSUMER DEMANDS 


Never before has Apex been so well organized to meet the challenge of grow¬ 
ing markets. Manufacturing facilities at Cleveland and Sandusky have been 
increased 50% over those of 1941. Modern equipment has been installed and 
production has been streamlined to improve quality, increase output, and 
accomplish the maximum in efficiency at low costs. 


Enlarged Sandusky Plant 
Provides Better Facilities 



With its own engineering and management 
staffs and 220,000 feet of floor space, vacuum 
cleaners, washers, and electric motors are pro¬ 
duced in quantity. Washer tubs are porcelain 
enameled at this plant. 


Cleveland Plant 
Geared for High Production 

Now devoted entirely to manufacturing washers and 
ironers. A floor space of 300,000 feet provides a daily 
capacity of 1500 appliances. Aluminum agitators from 
Apex Foundry Division, electric motors and porcelain 
tubs from Apex Sandusky Division, arrive daily to 
supply production lines. 



























MORE THAN 12,000 DEALERS 
HAVE BEEN FRANCHISED TO SELL APEX APPLIANCES 


Apex has built one of the largest and finest distributor and dealer organiza¬ 
tions in its history to merchandise its cleaners, washers, and ironers. The 
distributing organization has been increased from 21 distributors in 1942 to 
79 today, and the present dealer organization has more than quadrupled 
that of 1942. 


■ 



The products on these pages are representative of 
the Apex appliances which will be produced in 1946. 


After more than twenty years of 
research a new, greatly improved 
principle of cleansing clothes has 
been developed. This accom¬ 
plishment has made possible the 
design of an automatic washer 
which has great promise. Fur¬ 
ther laboratory tests and study 
of field operating results are 
being continued, preparatory to 
production. 
































APEX BUILDS ITS 
OWN MOTORS 

For many years, motors for Com¬ 
pany products have been built as 
part of an integrated manufactur¬ 
ing program. Improved facili¬ 




ties have been provided to meet 


Photo above shows assembly of fields for Vi H.P, 
washer motors. Photo below, final motor assembly. 


the increased production schedules 


for cleaners, washers, and ironers 
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APEX NATIONAL ADVERTISING 
IS IMPRESSING APEX QUALITY ON THE MINDS of WOMEN 

During the present year, 111 ,000,000 printed messages will appear in national 
publications to tell the story of Apex products and progress to millions of 
women. In this way, Apex rounds out its program for 1946 . . . enlarged 
manufacturing facilities . .. improved engineering . . . revolutionary products 
. . . backed by an aggressive program of National Advertising and Dealer 
Identification. 






Intensive identification program is identifying Dealers with Apex Advertising. 
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